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Abstract:  
In a world where the battle for supremacy is tough, companies try to find new opportunities to survive on the 
market. Competition drives management to seek new alternatives for achieving customer satisfaction and profitability. 
While providing quality products and services is a sine-qua-non condition, the analysis and optimization of the quality 
costs is a gold mine in order to obtain financial and economic benefits. Thus, managers can become true leaders with 
vision afforded only by the desire to achieve quality in all its forms, regardless the activity domain. A true leader seeks 
excellence and achieve excellence through quality.The purpose of this paper is to present an overview about the 
necessity of promoting quality and quality cost as a sure path to a successful future. 
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1. Introduction 
 
As the technology evolves, people have developed their needs according to these advantages and the company 
became every day more dependent on the success of the quality function. With this addictive, quality cost comes to life 
and discovers new values according to consumer requirements. The quality cost issue has its origins in a concept which 
seems outdated today: increased quality means only increased costs. This vision has been studied and thoroughly 
discussed, for a few decades, by the “quality parents”. Juran was the Romanian who concluded that this quality issue 
has  benefits  that  exceed  costs.  Feigenbaum,  a  quality`s  evangelist,  introduced  “total  quality  control”  concept  and 
developed the principle that quality became everyone`s concern, and Crosby was the one who placed a very famous 
saying in the scientific literature: “quality is free”. Based on these concepts, managers today are usually facing with 
three aspects: higher quality level which means higher costs; improving quality cost is lower than savings; quality costs 
are those exceeded costs of the realized products or services or properly provided by the first time. 
 
2. Benefits of providing quality 
 
Taking into consideration the current economic environment, companies should be concerned by taking all 
precautionary measures in order to prevent a financial abyss. In fact, the cost of quality is a sensitive subject, which 
presents in its essence multiple benefits that come to support the company and eliminate waste. Thus, the quality cost 
offers solutions for accounting management in solving goals, such as:  
-  Increasing customer satisfaction: clients will seek to interact with those organizations whose commitment to 
quality is strongest and also, high quality products and services will always induce customer satisfaction. 
-  High productivity: is very important because it means that the company can meet its obligations and demands to 
customers, suppliers, workers etc. and still remain competitive or even improve its competitiveness in the market 
place.  
-  Lower costs/revenues increased: a good cost optimization achieved by managerial accounting involves both a 
reduction in costs and an increase in income. 
-  Eliminating waste. Waste is defined as anything that does not add value to the customer. It could also be defined 
as anything the customer is unwilling to pay for. Even more in these hard times of economic crisis, companies goal 
is  to  eliminate  waste,  such  as:  waiting,  processing,  defects,  transportation,  motion,  overproduction,  excess 
inventory,  which  means  less:  capital  equipment,  floor  space,  operator  effort,  direct  labour,  indirect  labour, 
inventory, lead time. 
-  Fewer errors/defects: as a product or service is classified with fewer defects and errors, then we deal with high 
quality. From this point of view higher quality stands in decreasing the number of returns or complaints from 
customers, fewer warranty costs, fewer repairs, etc. Finding a solution which involves reducing errors/defects can 
be materialized in a long-term advantage and this means increasing business revenues. 
Considering the above, a report on the cost of quality is a “gold mine” in the hands of a skilled manager: 
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-  Information  about  quality  costs  helps  managers  to  discover  the  financial  significance  of  defects.  Managers 
usually do not realize the magnitude of quality costs because these costs cannot be all monitored and assigned 
normally in a system of tangible costs (because some quality costs cannot be quantified). 
-  Information about quality costs helps managers to identify the importance of quality problems faced by the 
company. For example, the cost of quality is the variable which can point some major issues like: waste or the 
existence of high costs of warranty. With this information, managers have a better idea of where to focus their 
efforts. 
-  The cost of quality helps managers see whether their quality costs are poorly distributed or not. In general, 
quality  costs  should  be  divided  towards  activities  like:  prevention,  evaluation  and  elimination  of  internal  and 
external failures 
Nowadays, so many managers are excusing their business failure by saying “it`s because of the crisis” and of 
course,  in  their  opinion  we  need  leadership  and  entrepreneurship  more  than  ever. Inefficient  and  unproductive 
companies are being threatened always and not only in crisis periods. W.E. Deming was the one who provided a 
comprehensive overview of the profound system of production in order ways to improve productivity. “Out of the 
Crisis” it is a safety belt because it has much wisdom and it is as relevant today as it was when it was published. So, the 
essence of Deming`s teachings lies in 14 points required to climb out of the crisis: 
1.  Create constancy of purpose toward improvement of product and service with the aim to become competitive 
and to stay in business, and to provide jobs. 
2.  Adopt the new philosophy. We are in a new economic age. Western management must awaken to the challenge, 
must learn their responsibilities, and take on leadership for change. 
3.  Cease  dependence  on  inspection  to  achieve  quality.  Eliminate  the  need  for  inspection  on  a  mass  basis  by 
building quality into the product in the first place. 
4.  End the practice of awarding business on the basis of price tag. Instead, minimize the total cost. Move toward a 
single supplier for any one item, on a long-term relationship of loyalty and trust. 
5.  Improve constantly and forever the system of production and service, to improve quality and productivity, and 
thus constantly decrease cost.  
6.  Institute training on the job.  
7.  Institute leadership. The aim of supervision should be to help people and machines and gadgets to do a better 
job. Supervision of management is in need of overhaul, as well as supervision of production workers. 
8.  Drive out fear, so that everyone may work effectively for the company. 
9.  Break down barriers between departments. People in research, design, sales, and production must work as a 
team, to foresee problems of production and in use that may be encountered with the product or service. 
10. Eliminate  slogans,  exhortations,  and  targets  for  the  work  force  asking  for  zero  defects  and  new  levels  of 
productivity. Such exhortations only create adversarial relationships, as the bulk of the causes of low quality and 
low productivity belong to the system and thus lie beyond the power of the work force. 
11. a. Eliminate work standards (quotas) on the factory floor, substitute leadership. 
     b.  Eliminate  management  by  objective.  Eliminate  management  by  numbers,  numerical  goals.  Substitute 
leadership. 
12. a. Remove barriers that rob the hourly  worker of  his right to pride of  workmanship. The responsibility of 
supervisors must be changed from sheer numbers to quality. 
     b. Remove barriers that rob people in management and in engineering of their right to pride of workmanship. 
This means, inter-alia, abolishment of the annual merit rating and of management by objective. 
13. Institute a vigorous program of education and self-improvement. 
14. Put everybody in the company to work to accomplish the transformation. The transformation is everybody`s job. 
Managerial  accounting  plays  a  key  role  in  fostering  quality  as  it  has  to  weigh  up  the  advantages  and 
disadvantages resulted after the existence or lack of an optimal level of quality. According to C. Iacob, managerial 
accounting makes a contribution to the decision-making system through cost analysis, planning and budgeting, the 
formulation of decision-making judgements, the analysis of using resources, pricing analysis, the control of all these 
activities through specific methods and provision of information in terms of deviations and ways of correction, etc.  
Among the fundamental principles of managerial accounting, the improvement of quality bulks action which 
means  the  decrease  of  non-quality,  respectively  the  target  to  the  desideratum  “zero  defects”.  Thus,  the  vision  of 
management on the quality cost must be a constant concern that should be reconsidered at all levels in a company. If 
the vision is in itself a possible act without costs, we cannot state the same thing about the defective product. As a 
matter of fact, the costs referring to quality stand for an important tool of quality valorisation but also a source of 
increase in the profit of the organization. 
 
3. Quality cost, an important factor in ensuring cost optimization  
 
According to a survey over the last 50 years, in the companies, quality costs account for between 5% and 40% 
of turnover. On the other hand, profits of most companies vary between 3% and 20%. It is interesting to see that the 
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cost of quality is as high as the profit in relation to turnover, and in some cases even higher. Conclusive results like 
increasing the profit in medium and long term can be obtained simply by reducing the total cost of quality.  
First of all, in order to implement a strategy to reduce quality costs, we must know about what categories of 
costs are we referring to. Thereby, Campanella believes that the total cost of quality assurance can be grouped into four 
different categories,  which are also recommended by the American Society  for Quality Control: prevention costs, 
appraisal costs, internal failure costs (before the product delivery) and external failure costs (after the product delivery). 
In the literature, there is still the tendency for these four categories of costs to be regrouped in total quality costs 
divided in turn on: costs of conformance (prevention and appraisal costs) and costs of non-conformance (costs of 
internal failure and costs of external failure). 
Also, besides the costs reflected above, is good to know that there are certain quantifiable costs, which are 
measurable and other costs that are impossible to quantify. That is why, when it comes to establish the total quality 
costs there are some difficulties related to the fact that the accounting system is not conceived in such a way to 
highlight these costs. Moreover some costs can only be estimated which makes the analysis of quality costs to be a 
subjective one. 
With a view to optimization of quality costs, a case study will be suggested aiming at emphasizing the structure 
of the quality costs existent within an economic entity from Romania. In the following, we shall determine the cost of 
quality by considering the existent data within a company from food industry and those coming from customers; still, 
the  main  sources are:  general and analytical accounting,  administrative, technical and commercial documents,  the 
surveys done on customers, the questionnaires filled by the specialists of the organization, etc. 
Quality cost analysis can be done on products, departments or on the organization. For this study, we have 
chosen the quality cost analysis on food products. Costs related to product quality, for 2011, are presented in Table no. 
1: 
Table no. 1. Balance sheet of quality costs for 2011 
Month  Prevention 
costs 
Appraisal  
costs 
Internal 
failure costs 
External  
failure costs 
Total quality  
costs 
January 2011  4.941 €  5.434 €  6.980 €  456 €  17.811 € 
February 2011  8.725 €  8.013 €  4.579 €  231 €  21.548 € 
March 2011  1.122 €  5.098 €  11.989 €  563 €  18.772 € 
April 2011  8.976 €  5.067 €  12.478 €  230 €  26.751 € 
May 2011  8.532 €  8.380 €  10.535 €  1.416 €  28.863 € 
June 2011  15.472 €  3.570 €  5.065 €  998 €  25.105 € 
July 2011  7.328 €  5.567 €  7.140 €  256 €  20.291 € 
August 2011  6.780 €  6.547 €  3.650 €  208 €  17.185 € 
September 2011  9.012 €  8.104 €  3.421 €  95 €  20.632 € 
October 2011  6.382 €  5.899 €  4.141 €  307 €  16.729 € 
November 2011  8.729 €  3.550 €  4.156 €  1.753 €  18.188 € 
December 2011  4.505 €  8.245 €  9.542 €  370 €  22.662 € 
Total  90.504 €  73.474 €  83.676 €  6.883 €  254.537 € 
 
The data from above are considerate representative for the quality costs of the food products like: liver pate, 
canned meat and other traditional Romanian food already prepared. Thereby, taking into consideration the totals from 
2011, regarding quality costs, several measures are proposed by the managerial accounting (Table no. 2) in order to 
optimize the cost of quality, in 2012: 
Table no. 2. Actions proposed to optimize quality costs 
Cost 
category  Optimization actions  Costs generated  Benefits 
Prevention 
costs 
Packaging in glass jars, 
covered into shrinkable 
and dark label dressed in 
dark shrinkable label  
Acquisition and 
implementation; operation 
of costs. 
The efficiency is to ensure 
maximum protection of the 
product against external 
environmental factors in order to 
meet the client's requirements 
Labeling and packaging 
batching with health mark. 
On the label of the phrase 
“100% natural” 
Cost of implementation: 
-automatic equipment 
(Krones and KHS for cans, 
and Scaligera for jars) 
-furnace batching 
Provides clear evidence that have 
not been added preservatives, 
additives or artificial flavors. 
Implementation of 
international standards of 
quality management and 
food safety IFS 5 
Cost of implementation and 
accreditation; staff salaries 
involved. 
Raising product quality and food 
safety. Providing a complete 
package of hygiene regulations 
and good practice 
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(International Food 
Standard) and BRC (British 
Retail Consortium) 
Moving production to a new 
location with greater area 
and acquisition of new 
equipment and innovative 
technologies 
Investment costs: projects, 
authorizations, equipment, 
etc. 
Ensure a site that provides 
increased production capacity at 
high quality standards 
Appraisal 
costs 
Improving and intensifying 
tests, inspections, quality 
controls etc. 
The cost of destroyed 
products within the analysis 
made; staff salaries 
involved; costs of the 
devices used for testing. 
Testing if the product conforms 
to the imposed conditions by the 
food industry; evaluation of high 
quality production standards; 
better control of production 
activities. 
Internal 
failure 
costs 
Reducing time loss caused 
by interruption of the current 
production process 
Scrap and waste detection; 
troubleshooting and 
repairing. 
Increasing efficiency, 
effectiveness and productivity; 
prevention and avoiding 
unnecessary gaps. 
Internal failure analysis in 
order to determine the causes 
Reinspection and retest of 
reworked items; 
troubleshooting and 
repairing. 
Continuous product 
improvement; prevention and 
avoiding internal defects. 
External 
failure 
costs 
Adjustment of customer 
complaints 
Logistic costs and waste of 
time in order to return the 
defective product; loss of 
reputation and market share 
caused by “word of mouth”. 
A satisfied customer is the best 
advertising for the company. A 
satisfied customer is the most 
valuable business card for a 
company. 
Analysis of the returned 
products: expired products; 
package damaged; altered 
products etc.  
Loss of reputation and 
market share; revenue 
losses; penalties due to poor 
quality. 
Returned products can be 
recovered by authorized and 
specialized companies 
 
As  it  can  be  seen,  the  company  is  constantly  looking  for  new  and  entrepreneurial  in  order  to  support  the 
consumers. The courage to grow by promoting and implementing some innovative and creative solutions, along with a 
wide  business  experience,  provides  high  quality  products  and  new  product  development.  Regarding  the  proposed 
actions to optimize quality cost, the central axis of the new approach is focused on preventing defects, rather than 
correcting them, therefore, a larger investment in prevention costs. As a result of these investments, we have reached 
the following quality cost analysis (Table no. 3), which was done for 2012: 
Table no. 3. Balance sheet of quality costs for 2012 
Month  Prevention 
costs 
Appraisal 
costs 
Internal 
failure costs 
External 
failure costs 
Total quality 
costs 
January 2012  3.953 €  5.031 €  6.777 €  393 €  16.154 € 
February 2012  6.980 €  7.419 €   4.446 €  199 €  19.044 € 
March 2012  898 €  4.720 €  11.640 €  485 €  17.743 € 
April 2012  7.181 €  4.692 €  12.115 €  198 €  24.186 € 
May 2012  6.826 €  7.759 €  10.228 €  1.221 €  26.034 € 
June 2012  12.378 €  3.306 €  4.917 €  860 €  21.461 € 
July 2012  5.862 €  5.155 €  6.932 €  221 €  18.170 € 
August 2012  5.424 €  6.062 €  3.544 €  179 €  15.209 € 
September 2012  7.210 €  7.504 €  3.321 €  82 €  18.117 € 
October 2012  5.106 €  5.462 €  4.020 €  265 €   14.853 € 
November 2012  6.983 €  3.287 €  4.035 €  1.511 €  15.816 € 
December 2012  3.604 €  7.634 €  9.264 €  319 €  20.821 € 
Total  72.405 €  68.031 €  81.239 €  5.933 €  227.608 € 
 
As it can be seen from the two balance sheets of quality costs, for our food products, investment decisions made 
by the company managers are considered to be relevant and appropriate. Basically, if we make a comparison among the 
total quality costs there will be a difference of 26.929 € only after one year (considering the same sales level as in 
2011). Total differences, on each cost category and between the two periods can be easily observed in the following 
charts (Fig. no. 1). 
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Fig. no. 1. The evolution of quality costs before and after the optimization 
 
4. Conclusion 
 
Ensuring and improving product quality is in fact the company's commitment to society by promoting quality 
brands to improve the lives of consumers. Therefore, a possible report on quality cost becomes a “golden mine” in the 
hands of a skilled manager, because: helps managers to discover the financial significance of defects; shows the relative 
importance of quality problems faced by the company; occurs a determination of quality costs, by reflecting their actual 
distribution.  
In conclusion, a worthy question remains about the truthfulness of Crosby`s words: “Is really the cost of quality 
our friend?”. Furthermore, I strongly believe that quality  cost has become  more than  just a friend,  but a  “modus 
vivendi” for managerial accounting and also for the top management of the company. 
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